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E.O. 11652: N/A 
TAGS: EGEN. FIN 

SUBJECT: CERP: HONG KONG COMMON WEALTH PREFERRED TAX ON US SOURCE 
VEHICLE 

1. EMBASSY HAS RECEIVED REPRESENTATION FROM GENERAL MOTORS 
(GM) REGIONAL MANAGER SINGAPORE TAKING ISSUE WITH PURPORTED 

US EFFORTS TO GET HONG KONG GOVERNMENT TO REMOVE COMMONWEALTH 
PREFERENCE TAX ON US SOURCE VEHICLES.. GM GIVEN TO UNDERSTAND 
THAT US WILL INCLUDE THE COLONY IN GSP PROVIDED THE REVERSE 
PREFFERENCES 

LCURRENTLY ACCORDED BY HONG KONG TO MOTOR VEHICLES, 

LIQUOR AND TOBACCO FROM COMMONWEALTH COUNTRIES ARE REMOVED BY 
1976. 

2. GM SAYS IT HAS LEARNED FROM RELIABLE SOURCE THAT, TO COMPEN- 
SATE FOR LOSS OF REVENUE, HONG KONG WILL INCREASE ITS FIRST RE- 
GISTRATION TAX ON VEHICLES BY 15 PERCENT. CONSEQUENTLY, ACCOR- 
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PREFERENCE ON CAR IMPORTS WILL HAVE NET EFFECT, IRONICALLY, 

WHICH IS DETRIMENTAL TO US CAR MANUFACTURERES WHO ARE PRE- 
SENTLY SELLING BULK OF THEIR CARS INTO HONG KONG FROM THEIR 
PLANTS IN AUSTRALIA (HOLDEN) AND UK (VAUXHALL/BEDFORD). 

3. EXPECTED LOSS OF SALES WILL NOT BE COMPENSATED FOR, 

ACCORDING TO GM, BY INCREASE IN US SALES VOLUME. US VEHICLES 

ARE NOT PRODUCED IN RIGHT HAND DRIVE AND CONVERSION IS EXPENSIVE. 

4. ACTION REQUESTED: WOULD APPRECIATE ANY INFORMATION ADDRESSESS 
COULD PROVIDE THIS POST ON CURRENT STATE OF GSP DISCUSSIONS 

WITH HONG KONG GOVERNMENT. 

5. FOR DEPARTMENT: EMBASSY WOULD WELCOME DEPARTMENT SUGGESTIONS 
AND GUIDANCE IN FORMULATING POST REPLY TO GM. 

CRONK 
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